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Societé generale Annual Report 1976 
de financement 
du Quebec 


April 21, 1977 


Mr. Rodrigue Tremblay, 
Ministre de I'Industrie et du Commerce, 
Gouvernement du Québec 


Dear Sir, 


In accordance with provisions of the Charter of Société générale de financement 
du Québec, | have the honour, on behalf of the Board of Directors, to submit the annual 
report for the year ended on December 31, 1976. 


As required by Article 18 of the Charter, the report summarizes the 1976 activities 
of SGF and includes the annual consolidated financial statements accompanied by the 
report of the auditors. 


Yours very truly, 


7 


Chairman of the Board 


Highlights of consolidated statements ($’000) 
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After an extremely successful 1975 which 
produced the highest level of profits in 
SGF’s history, the 1976 overall financial 
results are very disappointing. However, 
this year has not been entirely without 
benefits. In particular, SGF is happy to 
announce that one of its most important 
goals was reached in 1976: 


“To take an active part in major new 
industrial projects involving, for the most 
part, utilisation and processing of 
natural resources in Quebec...” 


Through its subsidiary, The Donohue 
Company Limited, SGF took part in the 
April 1976 launching of the St-Felicien 
forest project, a project which could never 
have gotten under way without govern- 
ment assistance. The association with the 
private sector which provides technical 
know-how and marketing expertise was 
fundamental to assure the success of the 
project. Inflation having contributed to the 
doubling of the cost of such a venture 
during the past 5 years, the founding 
partners could not assume on their own all 
risks inherent to the completion of the 
project. Pages 30 & 31 contain an outline 
of the project and the role played by SGF. 


Operating results and financial position 
Of the thirteen companies in which SGF 
held shares on December 31, 1976, nine 
realized a profit during the year and four 
experienced such considerable losses 
that all the companies combined show an 
almost insignificant profit. In 1975, only 
one of these companies registered a loss. 
In 1976, the companies whose statements 
are consolidated realized total sales 

of $404,772,000, as compared to 
$382,543,000 in 1975. This represents a 
modest increase of 6%. 

Overall, and before minority interests in 
each of these companies are taken into 
account, net profit for 1976 was $266,000, 
compared to profits of $20,985,000 for the 
year ended December 31, 1975. When 
S GF ''s share in the earnings of those 
companies whose accounts are 
accounted for at equity value is added, 
net profit for 1976 amounts to $469,000 
as compared to $21,175,000 in 1975. 

For 1976, SGF’s share in the net profit is 
$489,000, while it amounted to 
$13,319,000 the previous year. The final 
result for 1976 is greater than the 
consolidated results of the companies 
because SGF holds alarger percentage of 
shares in those companies which had 
a successful year. 

The table on pages 10 and 11 summa- 


-rizes the operating results of each 


company in our portfolio, along with the 
cost of investment and the percentage 
held by SGF. It is quite clear from this 
table that the 1976 returns on investment 
are almost non-existent compared to the 
percentages realized in 1975. 

In 1976, there were no fiscal savings 
realized because of ownership by SGF. 
In 1975, Forano Limited, Volcano Limited 
and LaSalle Knitting Limited enjoyed fiscal 
exemptions amounting to almost 
$1,600,000. 


The major explanation of this radical 
change between 1976 and 1975, to the 
extent of $17 million, is reflected in the 
results of the following companies: 


Forano Limited 

A major reduction in sales was recorded in 
the sawmill and forest industries. This 
resulted in a significant devaluation of 
inventories at year-end. To this must be 
added an extraordinary loss estimated at 
$1,000,000; which resulted from the repos- 
session of equipment sold to a customer 
in 1974 and who defaulted on his con- 
tractual agreements at the beginning of 
1976. 


Volcano Limited 

The drop in sales of manufactured 
products and, especially, the lack of 
orders for new technology products were 
the two main causes of Volcano’s deficit. 
These causes were in turn the result of 
the very low level of industrial investments 
which characterized 1976. 


Cegelec Enterprises Inc. 

The international subsidiary was forced to 
make provisions for known and contingent 
losses of $8.9 million on a foreign contract 
signed in 1974. This fixed price contract 
contains an indexation ceiling clause and 
will terminate this year. The repeated work 
slowdowns, as well as the strike of several 
weeks in the Quebec construction 
industry, caused major increases in 
operating costs along with considerable 
delays in the completion of projects. 


During 1976, the companies in the 
group invested $12,921,000 to improve 
their production facilities. This amount 
does not take into account investments in 
the St-Félicien project. 

Dividends paid in 1976 totalled 
$3,758,000. Of this amount, $2,787,000 
was paid to minority shareholders. These 
dividends were paid by only three com- 
panies in the Group, and their total profits 
reached $11,055,000 — the amount 
paid represents 34% of their profits. 

The shareholders’ equity, as noted in 
the December 31, 1976 consolidated 
balance sheet is $90,398,000 compared to 
$76,193,000 at the end of the previous 
year. In accordance with the provisions of 
Bill 35, which was approved on June 18, 
1976, the Minister of Finance subscribed 
2,/00,000 new deferred dividend shares, 
convertible share for share into common 
shares after January 1, 1982. At year-end, 
half of the proceeds of this subscription 
had been received. At the same time, the 
Minister of Finance agreed to loan $15 
million at an interest rate of 10%% to be 
repaid in five equal and consecutive 
instalments, from 1988 through 1992. 
Proceeds of this loan will be received in 
part during 1977 and in part during 1978. 
As these funds are to be disbursed by 
SGF more rapidly than they are to be 
disbursed by the government, interest on 
the temporary borrowings contracted by 
SGF is covered by the premium paid on 
the shares of a par value of $10 each, 
which have been subscribed at a price of 
$10.8235 each. 

Finally, even if we do not take into 
account the $13.5 million in deferred 
dividend shares in the shareholders’ 
equity at year-end (since these funds 
have been invested in a project which will 
not get under way until 1979), the return on 
the 1976 operations is almost nil compared 
to a return of 21.2% in 1975 and 17.3% 
in 1974. 


Sico Inc. 

SGF announced in last year’s Annual 
Report that it had agreed to acquire the 
shares of Sico Inc., on terms not then 
specified and had also agreed to invest 
an additional sum to finance further 
expansion. In fact, considerable effort was 
made by a study committee made up of 
SGF executives and shareholding mana- 
gerial staff from Sico. The task of this 
committee was to work out a structure 
allowing the quasi-sole ownership of the 
firm to be transferred to a type of owner- 
ship which would combine managerial 
majority shareholding with SGF’s role as 
industrial development investor through 
the provision of risk capital necessary for 
further expansion of the company. All 
parties involved, satisfied with the initiative 
and imagination displayed in coming to 
an understanding, thought that their new 
concept would correspond to the needs 
of the company and its shareholders. At 
the moment these lines are being written, 
a Quebec financial institution has 
exercised its right of first refusal to 
acquire, instead of SGF and in accordance 
with the same terms and conditions 
indicated in SGF’s official offer of January 
5, 1977, the Sico shares which were the 
object of negotiations carried out during 
1976. 


Changes in the portfolio 
The 1976 portfolio changes are as follows 
in order of importance: 


The Donohue Company Limited 

SGF now holds 55% of the voting shares of 
this company following the exercise, last 
August, of rights to subscribe to new 
preferred voting shares, with deferred 
dividend and convertible into common 
shares. In addition to exercising all its 
subscription rights, SGF, La Cellulose du 
Pin S.A. and Papeterie de la Seine S.A. 
agreed to subscribe, according to a pre- 
determined proportion, all new shares not 
taken by the other shareholders. As a 
result, SGF bought 1,696,233 new shares 
and its French partners purchased 
1,000,000 shares. 

This new share issue brought in $27 
million which Donohue used to finance a 
part of its subscription to 60% of the 
shares of Donohue St-Félicien Inc. — a 
new subsidiary responsible for the realisa- 
tion of St-Félicien project. The new 
preferred shares donot carry any dividend 
to avoid diluting earnings available to the 
holders of common shares during the 
construction and start-up of the St-Félicien 
project. As a result, SGF even though it 
holds 55% of the voting shares, has not 
increased its share in the profits of 


Donohue's operations. This will continue 
until January 1982, when the new pre- 
ferred shares will become convertible into 
common shares. 


Cegelec Enterprises Inc. and its 
subsidiary, BG Checo Engineering Limited 
At the beginning of 1976, SGF and its 
partners agreed to modify the capital 
structure of this group of companies to 
enable it to obtain financing sources 
required by its expanding sales volume. 
New shares in the amount of $1,000,000 
were subscribed equally by the two 
groups of shareholders and loans of 
$150,000 were converted into preferred 
shares. In addition, SGF agreed to convert 
$1,200,000 principal amount of deben- 
tures of BG Checo Engineering Limited 
into preferred shares, redeemable and 
8%% cumulative. These preferred shares 
will be redeemed yearly by using a prede- 
termined percentage of funds generated 
by the company’s operations. Because of 
the poor 1976 results previously indicated, 
shareholders recently agreed to advance 
$3 million each to restore the financial 
position of the group so that it can execute 
approximately $60 million of orders on 
hand at the beginning of the year. This will 
enable the companies to maintain their 
competitive position in a market which 
promises to be very active over the next 
few years. 


Société de Montage Automobile — 
SOMA Inc. 

In May 1976 SGF authorized the sale 

f the SOMA building at Saint-Bruno 

for the price of $1.8 million. An amount 
$300,000 was paid in cash and the 
balance, which is guaranteed by a first 
mortgage, is repayable over a 10-year 
period at an interest rate of 10%4%, 
which was the prime banking rate at the 
time of the transaction. The agreed price 
was equivalent to independent evalua- 
tions obtained by real estate firms 
specializing in the sale of industrial 
properties. These firms had the property, 
which was built in 1965, listed since 
1974. 

SOMA remains owner of vacant land 
situated opposite the property sold. 

A profit of $136,000 was realized on 
the transaction and this is bearing in 
mind reserves which had been provided 
for when operations terminated at the 
end of 1973. 
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Centre Educatif et Culturel Inc. 

SGF wanted to sell its 50% interest it 
held in this excellent publishing house 
which owns 100% of Librairie Garneau 
Limitée, a retail bookstore. When the 
Quebec government purchased all 
outside outstanding shares of SGF in 
1973, SGF became quite clearly oriented 
towards industrial activities, therefore this 
investment no longer fitted in with new 
objectives. The co-shareholder transfer- 
red to Les Editions La Presse Ltée its right 
of first refusal to acquire the shares which 
SGF had offered at a price of $1,472,500. 
This right of first refusal was granted in 
the 1971 agreement with Hachette Interna- 
tional Canada Inc. The transaction 
enabled SGF to realize a profit of about 
$310,000 in terms of the 1971 cost of 
this investment. The gain was approxi- 
mately equal to the share of net profits 
earned since the investment was made, 
not taking into account $578,000 in 
dividends received by SGF during the 
period it had been a shareholder. 


Cegelec Industries Inc. 

Inthe 1975 Annual Report, a medium-term 
advance of $500,000 was mentioned. 

At year-end, SGF agreed, concurrently 
with its partners, to convert the loan 
into common shares. The transaction 
improved the financial structure of this 
company which had begun a program of 
industrial conversion. This conversion 
followed the decision to abandon the 
production of ceramic line insulators due 
to an absence of satisfactory markets. With 
the full support of its industrial share- 
holders, Cegelec Industries will manu- 
facture a new range of medium voltage 
equipment, a product based on advanced 
technology oriented towards the industrial 
market. 


Human resources 

In our 1975 Annual Report, special 
mention was made of the importance SGF 
attaches to its human resources, without 
which no enterprise would be able to grow 
and expand. Pages 8 and9 contain a 
brief report of certain important activities 
which involved the personnel of com- 
panies in the Group during 1976. 


Companies in the SGF Group 

This Report contains, as did the Reports 
for the two previous years, a page devoted 
to each of the companies in which SGF 
holds a relatively substantial, if not amajor, 
share. A report prepared by the senior 
executive of each company together with 
various financial information will enable 
you to better understand the position of 
each company. 
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Enhancing and developing human resources 


It is obvious that, by its very nature, 
SGF’s main objective is to ensure oper- 
ational profitability. However, profit is not a 
goal in itself, but a prerequisite leading 
to reinvestment of capital, progress 

and growth, and resulting from the same 
common denominator: human resources. 
This is why the management of SGF and 
that of its affiliated companies place equal 
importance on human and economic 
factors. Through general behavioral 
patterns, attitudes, motivation and sense 
of responsibility, human resources deter- 
mine to a considerable extent, the degree 
of success and progress achieved by any 
corporation. 


Personnel 

The total number of employees of com- 
panies in the Group rose to approximately 
9,200 as of December 31, 1976. Sale of 
the Centre Educatif et Culturel Inc. and 
the general slowdown in some of our 
companies contributed to a reduction in 
the number of employees during the year. 
Make-up is as follows: Marine Industries 
Limited, including its subsidiary Foresteel, 
3,500 employees; B.G. Checo Limited, 
1800; The Donohue Company Limited, 
ncluding Donohue-St-Félicien, 1,680; 
Forano Limited, 930: Artopex Ltd., 350; 
Volcano Limited, 318; LaSalle Tricot, 248; 
Montel Inc., 219, and Cegelec Industries, 
18. 
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Labour relations 

1976 was a busy year from the point of 
view of labour relations. Some twenty-five 
collective agreements, covering most of 
the Group’s companies, were signed to 
the satisfaction of all parties without a 
single work stoppage. Problems occurring 
during negotiations and during the time 
agreements were in effect, were solved 
thanks to the good will shown by both 
parties. 

Most companies maintained excellent 
dustrial relations due to the existing 
climate of frankness and mutual confi- 
dence. 
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Promotions 

There were 150 internal promotions during 
1976 compared to 100 the preceding 
year. Promotions occurred within the 
Group at the supervisory, middle manage- 
ment or senior management (General 
Manager or Vice-president) levels. 

In addition, 75 members of the manage- 
rial staff had to be hired from outside to 
fill vacancies. This was not a particularly 
easy task due to geographical locations 
of several of our companies, recruitment 
of managerial staff continues to be a 
challenging preoccupation. 


Professional training 
Well-trained personnel derive greater 
satisfaction from their work, and thereby 
can make a greater impact on operational 
productivity. In the SGF Group, manage- 
ment is placing more and more emphasis 
on personnel training at all levels. Approxi- 
mately 100 managers participated In 
seminars organized by SGF dealing with 
the following subjects: purchasing and 
supplies, finance for non-financial execu- 
tives and management of human resour- 
ces. Personnel development seminars 
implemented by the management of our 
companies have allowed several man- 
agers to increase their knowledge in such 
fields as planning and organization, 
recruiting and hiring, labour relations, 
business administration, communications, 
evaluation of personnel productivity, 
human relations, physical conditioning, 
Suc. 
In some companies, office personnel 
were given Courses on work distribution, 
cost control and motivation. More than 
$500,000 has been invested to provide 
plant personnel with courses on welding, 
production methods, handling, industrial 
safety and accident prevention, plan read- 
ing, eye-sight protection, etc. 
Because of its size and needs, Marine 
Industries continues to lead the group in 
the field of professional training, but other 
companies such as Forano and Donohue 
are steadily increasing their endeavours 
in this area. 


In November 1976, SGF executives met 
with their counterparts in the affiliated 
companies to study the question of repla- 
cement and succession of management. 
During 1977, senior executives will study 
this question which should allow us to 
identify more clearly the aspects of the 
problem, to prepare general guidelines 
and to gradually arrive at solutions relevant 
to each company's needs. 


Basic concepts 

In their effort to enhance and develop 
human resources, the companies’ man- 
agement in the SGF Group will use a 
few very simple basic principles resulting 
from experience and research conducted 
over the years in the field of behavioral 
sciences in management. 


e Companies must have intelligent, com- 
petent and dynamic managers. Thereby, 
selection of a strong management team 
requires in-depth analysis, the result of 
a gradually maturing process. 


e Individuals must be placed in positions 
corresponding to their aptitudes and 
interests. Selection and placement of per- 
sonnel must, therefore, be an important 
part of managerial duties. The task, much 
ike the individual, is a dynamic reality. 


e Employees must be kept busy at mean- 
ingful work as underemployment causes 
discontent. People are satisfied when they 
are fully employed and normally work 
better because they feel more needed, 
appreciated and useful. 


e Reasonable job security, good salaries 
and other favorable working conditions 
must be offered. 


e Professional training programs must be 
implemented at all working levels. 


e Employees must be informed of their 
performance. Everyone wants to know as 
specifically as possible how he is eva- 
luated. An efficient manager should know 
how to inform an employee of his useful- 
ness to his department or company. 


e Employees should be kept informed. 
Communications between the manager 
and his employees influence productivity 
and morale more than any other factor. 
Lack of information causes productivity 
loss. Management must periodically 
inform personnel of the company’s objec- 
tives, policies and problems. 


e Other people's ideas must be solicited 
and heard. Good downward communi- 
cations will invariably result in good up- 
ward communications. Keeping personnel 
informed is only half the process. The 
other half consists in supplying employees 
with opportunities and means of express- 
ing theirideas onthe company's operating 
procedures. This type of participation 
cannot but help to stimulate dynamism 
and efficiency of personnel. 


e Individuals’ problems or grievances 
must be rapidly identified and solved. A 
person's productivity is always directly 
related to his state of mind. A minor un- 
solved problem may become a very impor- 
tant matter. However, good management 
does not allow problems to drag along 
and must promptly settle complaints or 
conflicts. 


e A sense of responsibility must be 
developed. There is only one way to do 
this: give employees responsibilities and 
ensure they are adequately carried out. 
In order to effectively perform his duties, 
the employee must assume responsi- 
bilities for his actions and their 
consequences. 


e Management must have the courage to 
eliminate incompetent employees at what- 
ever level they may exist in the organiza- 
tion. This is an exigency of properly 
understood and applied human relations. 

These basic concepts are being applied 
by the managers of the SGF Group in 
coping with the challenge of ensuring the 
compatibility of corporate objectives with 
individual expectations. 


Jacques Villeneuve 
Executive Vice-President 


Summary of investments and operations 


SE nn ee ee ee et ee enn ee 


Investments in equity — at cost 


December 31, 1975 December 31, 1976 
($'000) % ($000) % e 
Heavy Industry 
20,603 (a) 86 20,603 (a) 86 Marine Industries Limited and its subsidiaries 
2,820 (b) 94 2,820 (b) 94 j 
8,504 100 8,504 100 Forano Limited . 
1,001 100 1,001 100 Volcano Limited 
32,928 32,928 c 
Lumber and Paper 
FAVE (a) 43 7,917 (a) 43 The Donohue Company Limited and its subsidiaries 
— 16,962 (b) 63 
7,917 24,879 : 
: Electric Equipment, Contracting and Engineering 
1,500 50 2,075 50 Cegelec Entreprises Inc. and its subsidiaries . 
_ 1,200 (b) 100 
1,300 50 1,300 50 Cegelec Industrie Inc. 
2,800 4,575 : 
Others 
861 100 861 100 La Salle Knitting Limited 
200 100 200 100 Sofobec Ltd. 
— (d) 100 — (d) 100 Soma Inc. 
Société générale de ‘financement du Québec 
(after deducting dividends received) 
1,061 1,061 
Subsidiaries sold during the year 
600 50 — Bonnex Inc.. . . 
1,162 50 _ Centre Educatif et Culturel Inc. and its. subsidiary . 
1,762 oo : ; 
SUB-TOTAL 
Investments at equity value 
285 (c) 50 289 (c) 50 Sogefor Ltd. . 
6,825 Al _ MLW-Worthington Limited . : 
98 30 _ Montel Inc. 
Se 1,108 45 Artopex Ltd. 
7,208 1,397 
TOTAL 
Investments at cost (h) 
= 6,825 9 Bombardier-MLW Limited 
— 98 30 Montel Inc. 
53,676 : 71,763 TOTAL 


ie 
) common shares 
) preferred shares 
) at book value 
) negative book value 
) before interest of minority shareholders of subsidiaries of the companies 
) after deducting dividends received from subsidiaries ($971,000 in 1976) 
) SGF's participation in the results of these companies 
) see Note 4 of the financial statements 
i) Operating results for six months ending June 30, 1976 
no income taxes due to losses of preceding years carried forward 
tax exempt corporations 
*** restated figures 


Neen ee ee EE SST eT PI SSS SS SS OS SCE SEES EIT OE DOO EA IRE DELO EEE ADIT 
Changes in Results 


Year ended December 31, 1976 Year ended December 31, 1975 4976 versus 1975 : 

Sales Net Participation Sales Net Participation Net Participation 
Income Income Income 
: (loss) (loss) (loss) 

($’000) _($'000) oe ($’000) ($’000) ($’000) ; ($'000) ($000) ($’000) 
178,052 6,085 5,233 137,779 8,362 (e)* 6,958 (2,277) (1,725) 
44,889 C17) es (1,171) 49,384 2,998 ** 2,998 (4,169) (4,169) 
10,754 (S14) 73 (514) 11,761 PINAL sax 244 (758) (758) 
233,695 4,400 3,548 198,324 11,604 10,200 (7,204) (6,652) 
67130 6,141 (e) 2,012 58,084 6,877 (e) 1,901 (736) 111 
76,689 (10,404) (e) (5173) 91,167 1,757 (e)*** Soon = (12,161) (6,041) 
19,056 553 277 ArSi2 245 * 123 308 154 
95,745 (9,851) : (4,896) 105,679 2,002 991 (11,853) (5,887) 
4,379 o/s 97 4,230 AlG\(S) 8 416 (319) (319) 
— Shales 38 ~ ae Wh 2F 27 
- 56 ** 56 ~ ee 1 55 55 
_ (523) Gy * (523) — (87 7h (877) 354 354 
4,379 (332) - : (332) 4,230 (444) (444) 117 117 
= = ~ 7,991 488 244 (488) (244) 
3,823 (i) (92) (46) 8285 463 242 (555) (288) 
3,823 (92) (46) 16,226 951 486 (1,043) (532) 
404,772 266 286 382,543 20,985 13,129 (20,719) (12,843) 
5 (g) 5 — (185) (g) (185) 190 190 
e oe oe — eu! (0) 297 (297) (297) 
a ie = 78 (g) 78 (78) (78) 
— 198 (g) 198 _~ _ ~ 198 198 
— 203 203 _ 190 190 13 13 
404,772 469 489 302,043 PS 13,319 (20,706) (12,830) 
404,772 469 489 382,543 PY Ws 13,319 (20,706) (12,830) 


Société générale de financement du Québec 


Consolidated statement 


of earnings 
year ended December 31, 


1976 1975 
($000) ($'000) 

nama Ae i nt 
Gross income: from Operations a0 sae eee $404 772 $382 543 
Earnings: before: the following) aac. cera w mening eee $ 26624 §=$ 37 643 


Provision for possible losses on 


COMMIS In) /ONOCWESSS (MNOWS WO) cc cnasccuccoe: 10 400 1 100 
BySvaigctolteiilel fle tera co eine c Gon Goma e row ates Sam Jie: 6 659 8) 2 
Amortization of deferred charges ................ 150 143 
Interest and expense on long-term debt.......... 1918 1 849 
Interest and expense on other debt.............. 3 301 2 664 

tus P2428 Tee 11028 
Add 
ASEM UiOln) WMMESWMNIEMUS 2c 5ccncoounecoeceuoax 1 278 1 412 
Share in net earnings of affiliated 

CeMMMOrVNS (MOMS 2) aac acscondocvorooneevsavec 203 190 

FAROE Cin) SEUE OH WAVSSUANEMMS: cacccconceccnoseuanc 130 57 
1611 1 659 


Deduct income taxes 


GUI c= 1p) Greene ata a EO a apr ed ee 4 690 9 624 
Dehetre cc say ase ee hoe cake ee ee ee 2 650 1 162 
7 340 10 786 


(Loss) earnings before extraordinary items and 


interest of outside shareholders (note 11) ........ (1 533) 17 488 
Extraordinary items (0G: 12 nanan eee eee 2 002 3 687 
Earnings before interest of outside shareholders .... 469 21 1a 


Deduct interest of outside shareholders — 
in subsidiaries and affiliated companies 


Rielenreceshaneholdercannmes eis nee 344 359 
Common shareholdersian... ee eee ee ( 364) 7 497 
( 20) 7 856 
Net earnings tor the yo armearn seein een eee $ 489 $ 13-319 
Société générale de financement 
du Québec OOO oeoerl 
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Consolidated statement 


of retained earnings 
year ended December 31, 


Société générale de financement 


du Québec 


1976 1975 
($000) ($000) 
Retained earnings, at beginning 
AS previously reported 1.0. care. sn deeee Geen es $ 14655 $ 2086 
Prior years’ adjustment (note 13) ................ (973) ( 2 499) 
Adjustment of last years’ earnings as a result 
of a change in the application of accounting 
OMMENOIES COSMOS! lM INOW 2. 552562525545 555- 35 
NSWOSTAtO CA Rann, dis eNOS, ermine ts ae 12 TAL ( 413) 
NE Meal mingsmor Ihewvear . 2 .a. sans wee 489 13 319 
13 206 12 906 
Write-off of a reserve for contingencies........... 222 
SUMMONS NOT ate hue ae ecu tcea woe Sete oecas. 0 ( 50) ( 189) 
Retainecdieablming Stace n © mem lat a tai t a fare $ 13 378 We le 


Consolidated balance sheet 
as at December 31, : 


1976 1975 
Assets ($000) ($1000) 
Current 
Gashwand Geoosits = nis ke cus oe eae eee Bla $ 18 298 - 11-259 
ACCOUMS TECCIVADI CMS Ua ian tec ree erga «cu. 70 493 74 647 
Contracts and work in progress, 

INVENEOHIES- (NOlG.S) meme com ne eee ee 63 942 13773 
Prepaid expenses and CramSia... eo. s <4 ae 1 263 1 447 
Souscription receivable on capital stock.......... 5 000 

pee: 153996 166.117 
Holdbacks and claims receivable 2-0. . .2ssscee aah lee | aed oa 1 339 
Investments and deposits (note 4) 2o.5........507-. | 22/86 | ow wh he 
Fixed assets 
RIODenMY ancdseCuUipMe nis. ase ey tawe ence sae 137/321 BZN SSO. 
Accumulated ceoreciation... . 05.40... cones ced. (62 750) (59 439) 
74 571 61 897 
Construction work fi) GrOGress. fi. ee aw cae 28 323 
ae 102894 61 897 
Other assets 
Excess of cost of investments in subsidiaries 

and affiliated companies over book value 

BIC EIISS CH CWCU ISICON. ws vs ioe seas eure anne: 3 761 4 529 
Patents and other deferred charges, at 

ANMOVUZSG ACO SI ec geree ay tee eee tus Mi talc Newer Ae 271 415 

4 032 4944 


$287 822 $246 089 


Signed on behalf of the board 


RCM OES 


Director 


lag. BNA Nees 


Director 


Société générale de financement 
du Québec 
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1976 1075 


Liabilities ($000) ($000) 
Current 
Bank indebtecmess. (note $).. on... cc cee eee, S 30507 $9201255 
PC COMINS PAV AIONS Wee. ca itor aee Osc 1 ath acto cx abesn ghaes 59 656 64 466 
Advances from the Shareholder (note 6) ......... 1 008 
Current portion of long-term debt ................ Bear 2 180 
URSOINGs GNCS pte Pe non rwt triy kSE 52 ssl aS Seamed 920 4 923 
Deferred income and deposits on contracts ...... 4576 4 555 
Deferred iicome taxes”. oo kai S ese eked chee den 2 057 haa 
phe 103 961 106 090 
BOB astern debe (NOI <7) tantn wun ie pea es vin Sage Ou LO eared 10 
Digheired iMCOMme 2OXCS Cans ss cee eine 1 oe 11O50 8 10 396 
Provision for guarantees and contingencies ......... 846 135 


Interests of outside shareholders 
in subsidiaries and affillated companies .......... 55 448 Sl Swe) 


Shareholders’ equity 


CapitehStOckuNGle8 i )an aa Sete tet eo ye « pale ae 74 165 60 665 
BetAIned GaInmgs: Aasacse toh pean vee kere ones 13378 Dee 
ConimputeG surplus (Ole 9) yee see eee 2 855 2 811 

90 398 76 193 


$287 822 $246 089 


Consolidated statement 
of changes in 
financial position 


1976 1975 
year ended December 31, ($1000) ($'000) 
Financial resources were provided by: 
FURS: TOnNZODClAlONS: 6 haem teen eran oaraeenne aie $ 6407 $ 22 5b9 
ISSUE OF CEI SIGS cance secancdandneensonansc 13 500 14 500 
Increase in interest of minority 
S\neleelaveleleycs (mower 149) 2c sc cvccnscsaangacuasee 26 105 
Working capital of a subsidiary at date 
OPGACQUISHION @ Ae ee tres ree Ane ec eee ee 2193 
Increase in long-term debt (net)................. 2 346 76 
Increase in long-term debt as a result of 
US AO WISIMOIM Ci A) SUIOSNGIIEIN) . o.oo vscsesusuore 2 685 
Special research costs, capitalized .............. 598 
Increase in provision for guarantees 
OMUCONMUA CLS tere tn wanes ace tate aces ee ne are ee 333 
(CONTIAAMENNE CHEINUS 2 occ nav soo noncsnouseeavasean 1S 3S 
Proceeds from an insurance claim............... 25 
Increase in deferred income taxes as a 
result of the acquisition of a subsidiary......... 591 
ee IIS) oe eee 
Financial resources were applied to: 
COMMSTUCWON OXOOMSES cvvnogucntvaaage sans crave 28 323 
Acquisition of fixed assets (net) ................. 12 266 10 823 
Acquisition of fixed assets of a subsidiary ........ 8 883 
Acquisition Of INVeSimMents (Mel) =... eee. 7 347 8525 
Acquisition of the working capital of a subsidiary . . 2193 
Working capital of subsidiaries 
al GatciGl Sale meet aeiar ie weet rna eRe tiene 2 748 376 
Increase in claims and holdbacks ............... 2776 291 
Redemption of preferred shares ................. 112 
Special tax on undistributed income ............. Wil 
ACGUISTIO NON MIMOnILV Ite; SISi ae naens tiene 324 
Working capital deficiency of a subsidiary 
aWdale CiacQuisON = meiesey were cen ere 4 
MISCCIANCOCUS MOINS ee mye ur ee ayer rate veg eee 40 5 
jag 84 (09) eet ees 
(Decrease) increase in working Capitals. 2.2 ee- (__ 9.992) 17 478 
Working capital, at beginning 
AS DICVIOUSIY MEDONLCC! Beaters teehee er tran rea 59 445 42 453 
Adjustment of balance at beginning as a result 
of restatements in certain subsidiaries ......... 582 ( 486) 
IS TOSIALS CL: Ay dank iets wie eetan atc on ame tba tae 60 027 41 967 
Working Capital at ccc feeneaene ns ne $ 50 035 $ 59 445 


Société générale de financement 
du Québec 
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Notes to consolidated 1. Summary of significant accounting policies 


P . a) Consolidation 
financial statements The consolidated financial statements include the accounts of all subsidiaries and companies 
as at December 31, 1976 under effective control in which the Company participates actively in management. Companies 


included in the consolidation with percentages of ownership, are as follows: 
% of ownership 


1976 IES) 

Marine Industries Limited and its subsidiaries ........... 0.00.0 eee e eee 86 86 
Forano: Limited perepe h mern eer ore Pe we re ae en Seer es 100 100 
MOlSanOulN nite Cae, See orem te tet Mire gk ween een ere ere cress 100 100 
“The Donohue Company Limited and its subsidiaries ................. 43 43 
Cegelec Enterprises Inc. and subsidiaries ......................22.05. 50 50 
CegelscslMAUStIe: Ieee een te cera nee cis eer aCe ae aes 50 50 
Le Seiko saliino (GMUel oc cuban eeessosenssnooseuey rood aontoonaaeue 100 100 
SOM bec EG Aare seat eure. ew concen eter ee aeart ra eh ete te a re ee 100 100 
SOClSte ce Vomacge vAULOIMOO||e- SON an li Onna steer e ye ra tere 100 100 
“Centre Educatif et Culturel Inc. and its subsidiary ..................... — 50 
holm OMGLSD. GU MO meets Meade ASR oe cuceueRs Oi each Shee ais o Been Oh eek — 50 


The results of operations of the above listed companies are included in the consolidated financial 
statements from the respective dates of acquisition and until the respective dates of disposition. 


*Since December 31, 1976 the Company holds 55% of the voting stock but only 43% of the 
participating stock. 

**As a result of the sale of this investment, only the earnings for the 6 months ended on June 30, 1976 
are included in the consolidation. The share of the Company in the consolidated earnings of 
Centre Educatif et Culturel Inc. amounted to net earnings of $242 000 in 1975 and a loss of 
$46 O00 in 1976. 

*““As a result of the merger of Bonnex Inc. with an other company, both companies became 
wholly owned subsidiaries of Artopex Ltd. The Company now owns 45.1% of the capital stock of 
Artopex Ltd., the operating results of which are accounted for at equity value. (Note 4). 


b) Investments 
Investments in other companies under effective control are stated at equity value. All other 
investments are stated at cost. 


c) Inventories 
Inventories are valued at the lower of average cost and net realizable value. 


d) Fixed assets 
Fixed assets are stated at cost. Depreciation is computed on the straight line basis, based on 
estimated useful lives. 


e) Excess of cost of investments in subsidiaries and affiliated companies over book value at 
dates of acquisition 
This goodwill arises from acquisitions made before 1974 and is stated at undepreciated cost. 


f) Income taxes and deferred income taxes 
Earnings of wholly-owned subsidiaries of the Company are not subject to income taxes. 
Other companies liable to income tax use the deferred income tax method of accounting. 


g) Earnings recognition 

Earnings are recognized at the time the products are delivered or when services are rendered, 
with the exception of the earnings of one subsidiary, the principal activity of which consists 

in the management of engineering contracts. This subsidiary records its earnings on fixed 
price contracts, on the basis of the percentage of achievement, after it has reached 50%. 


All anticipated losses on contracts in progress are provided for. 
h) Foreign currency 


Working capital elements have been translated into Canadian dollars at the rate of exchange 
prevailing at year end. 


2. Change in valuation method 

During 1976, certain subsidiaries have altered their valuation method of work in 

progress. This change has been applied retroactively, thereby increasing the consolidated 
earnings of the Company by $35 000 in 1975. Had this change not been taken into account, 
consolidated earnings for 1976 would have been $115 000 higher. 


3. Contracts and work in progress, inventories 


1976 1975 
($'000) ($000) 
COMMAS ZINC! WOK Mn (MOOS, EW COS! onoccnncatvceonacenedcuconasonr $155975 $133 862 

Incurred portion of an estimated loss on a contract in progress 
ar El ONSIoMMMOOUMUA INOS WON sa oes soocndsonangeosneaeenansateauaes ( 4841) ( 300) 
SiS 4 en Bor562 

Less 

PROOKESS OMNI OS se aneers cates at wise uuanr Hetemnle miami Pete Miney cn aeacdpat fariaegeas 105 299 107 069 
TSMMOOREIN INEINOMMG), aakccctuvauradaoccunownagaanipondnacaoooatonan 40 879 SSS 
4 956 22 618 
AR ETALSE LAS casters can comsc ecnaien Sue, aremacien 0 Ceivnm Grout sraviid) 0 oboe kcal ty 9. 6 ocKen Ae canoe 58 986 il ets 


$ 63942 $ 73773 


Société générale de financement 
du Québec 


4. Investments and deposits 
1976 1975 
($000) ($'000) 

Affiliated companies at equity value 


NANA ovndatinonora (LIAM) os nono ccannoansaaneaieonnasundsconnaust $ — $ 7122 
SoS NeNe IMCD  capaniceeema ne comb Maes nolo coeds o RAMA comeeMn bHn.00.0.. 2359 2385 
NGOS SM, mtu tan ak oom en eo tee aen abe AC Me horace enn tne 1 835 — 
foumitelellGr ee city eindie cd aocao.turedis. Sitesi iecle n OMiatROery mom ota a Gage oo oe — 144 
EI Yotlaeel| MENU WUIMNMGCOs MCh comuananuscsdaaveceapon mua roqome = 304 
er GlURVEIRUUT ete ax.cesom iin cata tion oanlble ei nec.n qn chemo NODA Birngeatdne 6 0.00 408 93 


4602 10 048 
Other investments and deposits at cost 


*Bombardier-MLW Limited (Market value 2 071 875) ................ VALE — 
MiOrate lle Se center Meroe oo. ieee ser acca cs acheter aeckccc re coon inn ote 448 — 
Other minority shareholdings, mortgages and advances ............ 2613 1 044 

14 785 Nil CZ 
DATOS (Or We ACCWISWOM OF SHAVES 5 ooancognnpasconvnananaqaess 8 000 700 


S22 tisk) $5 | 2 


Percentages of ownership are as follows: 


MANE Molimineiort (SMMC) 2p an cones conacdodeshnns bouandcogoavese _— 40.6% 
SOGE{On iG ee et eer ee ree eg ies eer eer 50.0% 50.0% 
VAN AUC) O1=) Gh EO eaten’ Actuate neers Mena ah deat accrue panhnth mestee aren se ecikY Rani BRNO oC 45.1% — 
Morita llinG SPs se tiaras ears chert ee ceretea Actcenrn creer nem epee eons) saree 30.0% 30.0% 
ElecticaliMantifac tui © Onllte ieee erative ante rere eae — 30.4% 
BombandtersMIEW eiinmite cRiys - aemeuse ete ercnncenn srierr genset eee rchee yest te 8.5% a 


*As aresult of the acquisition by an exchange of shares of Bombardier Limited by MLW-Worthington 
Limited, which has since become Bombardier-MLW Limited, the Company accounts for the 
investment at cost since its percentage of ownership has been considerably reduced. 

“This company has amalgamated with Montel Inc. in 1976 and the Company now accounts for its 
investment in Montel Inc. at cost. 


5. Bank indebtedness 
1976 1975 
($000) ($'000) 
Secured by the assignment of accounts receivable and inventories, 
the carrying value of which is approximately $112 millions ........... $ 30507 S$) 289255 
(COLE de ie pe UR al ee tiie Oar ee fe RN ge — 1 000 


$ 30507 $ 29255 


6. Advances from the shareholder 


At the time of its subscription to 2 700 000 deferred dividend shares of the Company in July 1976, 
the Quebec Government also agreed to pay an additional $2 223 450 to provide for the payment 
of interest costs on borrowings which the Company could incur in connection with its participation 
in the financing of the Donohue Company Limited and Donohue St-Félicien Inc., before the 
Minister of Finance disburses the amount of the subscription to capital and the amount of the loan 
which he has agreed to grant. 


As at December 31, 1976, the Company had received $1 111 725 and incurred interest costs of 
$104 194, leaving a balance of $1 007 531 to be disbursed in 1977. 


7. Long term debts 
1976 1975 
($000) $'000) 
Bonds and debentures 
Sinking fund bonds, 634% to 8%, maturing 


LKCLADWANS WCU MNS Stoliat hole detent Guitare closet ah poe o aor memamietemea con in nero S$ 3'290 9S 4 bi 
Sinking fund debentures, 6% to 1136%, maturing 

HOMME SONMOOIOS Ogee ements tre nvigter sneer pitt cease or eae ra 10 870 11 347 
Debentures, guaranteed, at 2% above banking prime rate, 

MUU KOM AEWACE. Solna octets sme deo sia amano ORS an RRA Eere sow Mourne 240 610 

14 400 16 108 

Less; debentures held invsinking) fUNdS ..4.0.5....4...6e0s)s lees ee 154 Sia 

14 246 1S) 7B 

Notes payable secured by the assignment of assets................... 14 677 6 766 


OTROS ELC ONENESS aon pw coos vos waraeenowaanbaduvoumadspukanns 2 433 1 002 


31 356 23 499 
Dio We CUNT (HOMO og hac nas names ee doncauagentesanannsbewassua: 5 237 2 180 


$ 26119 §$ 21319 


The payments required during the next five years for the 
retirement of the consolidated long-term debt are as follows: 


($'000) ($'000) 
1977, 99 95 207 1980 $ 2440 
1978 3 563 1981 2118 
1979 3 095 


8. Capital stock 


According to an Act to amend the Charter of Saciété générale de financement du Québec, 
assented to on June 18, 1976, the capital stock of the Company now stands as follows: 
Authorized (shares of a par value of $10 each) 
3 700 000 deferred dividend shares, convertible into common shares beginning on January 1, 
1982. Upon conversion, the authorized number of deferred dividend shares is decreased by 
the number of shares converted and the authorized number of common shares is increased 
by an equal number 


10 390 000 common shares 1976 1975 
Issued and paid ($1000) — ($000) 

1 350 000 deferred dividend shares, issued for cash 

GINO RHINE VS ate eear cate ince tesa nore ee ers eee ene We Len Sey ee $ 13 500 = 


© OSiSO2 COMMING SHEWES .¢ ccanccaccvasccseroanceavegrnevgneaue 60665 $ 6065 


$ 74165  $60655 


1976 1975 
($000) ($000) 


9. Contributed surplus 


Surplus arising from the recording of the book value of the 

financing in Sogefor Ltd., the original cost of which had been 

COMBI WME nop uve aaounmacewsnsaneseoeunecsseddaworucds S Zoi GS 2 Silo) 
COVEN CMEMIS WO SUIISICIAMOS syn ur nneaeeeneencaccarssccosaecnee 293 278 
Gain arising from the redemption of preferred shares 

WEE CD) OSIONEINE sav aechente td aois-aa G ein 6 caine ene ae ea ene ee 52 jas) 


Oo 2855 261 


10. Provisions for losses on contracts in progress 


i) In 1974, a subsidiary entered into a fixed price contract, with limited indexation, covering a 
construction project in a foreign country. The company has provided for estimated losses as follows: 


Total loss Loss recorded in 

1976 1975 

($’000) ($'000) ($000) 

On work completed as at December 31................. $ 5941 $ 4841 $ 14100 
SSMAMNEWIO! OSS W COMBI -.cucsceacgeponssra.oeen yess 4 059 4 059 _ 
10 000 8 900 1 100 

I) FPROMISIOMS Viti Cur SUIOSICHEIMIES 22055c05ancecsncon-s5eca 1 500 1 500 — 


$ 11500 $ 10400 $ 1 100 


11. Loss before extraordinary items 


The loss of $1 533 000 before extraordinary items includes $447 000 to be borne by minority 
shareholders. 


12. Extraordinary items 


1976 oS 

($'000) ($'000) 

Income taxes recovered as a result of losses in prior years ............ » ich G Bsiees 
Expenses now included in the capital cost of construction 

(OEE MCIGelaloUn Mee: cos rane ete a Nee area bien chen! a tet, eM eR RG SN Goth A 598 ( 692) 

Increase of deferred income taxes resulting from 

the write-off of an income tax advantage for a loss carry 

KOMMeiel SOCOUMWSCl TON TN WITS cecccosscnseoseuuaccsacbamesnagusaese ( 578) — 

Pont (LOSS) Onl SAlerOlr WINWEXOii Wi QSSNS oo 54 cancercarensatngaucvauonn ( 149) 716 


% 2002 $ 3687 


The share of the Company in these extraordinary items 
is $1 575 000 in 1976 and $3 249 180 in 1975. 
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13. Prior years adjustments 
In prior years, profits and losses on disposals of investments were recorded in a special 
account entitled “Losses on investments”. At the same time, that portion of the subsidiary’s _ 
operating results which had occured during the control period were written off from consolidated 
retained earnings. 

“Losses on investments” are now merged with retained earnings and profits and losses 
on sale of investments are shown in the consolidated statement of earnings. 


That retroactive adjustment has thus increased the 1975 earnings by $57 O00. 


14. Minority interests 
The increase in minority interests results from their participation in the Donohue St-Félicien Inc. 
project. The interests of the Company in this project are described in note 15. 


15. Commitments and contingent liabilities 

a) Donohue St-Félicien project 

Donohue St-Félicien Inc., a subsidiary 60% held by the Donohue Company Limited, has 
undertaken the development of an integrated forestry complex including the expansion of three 
existing sawmills and the construction of a kraft pulp mill with an annual capacity of 
260 000 tons. The total net cost of the project is estimated at $270 000 000 and completion is 
expected by the end of 1978. 

This subsidiary will achieve the financing of the project by the issue of $70 000 000 of capital 
stock, by the sale of $125 000 000 of first mortgage bonds, and $25 000 000 of subordinated 
debentures and by government grants of $50 000 000. 

The Donohue Company Limited has subscribed $42 000 000 to the capital stock of its 
subsidiary of which $25 000 000 has been paid as at December 31, 1976. The funds required to 
fulfill this subscription to capital stock will be provided by $7 500 000 in deposits and investments 
set aside for this purpose (see note 4) and by long-term financing of $9 000 000. In addition, 
the company has agreed to provide its subsidiary, beginning March 31, 1979, with the funds 
required, if necessary, to meet the payments of capital and interest on the first mortgage bonds, 
up to a maximum of $7 500 O00. 

The Company acquired 1 696 233 convertible preferred shares of the Donohue Company Limited 
in 1976 for the sum of $16 962 330 and has agreed to purchase $25 000 000 of subordinated 
debentures of Donohue St-Félicien Inc., in 1977. The funds required will be raised in accordance 
with the Act mentioned in note 8, by a subscription from the Minister of Finance of the Province of 
Québec to 2 700 000 deferred dividend shares, having a par value of $10 each, of which 
1 350 000 have been issued and paid for in 1976 and the balance to be paid for and issued in 
1977, and a term loan of $15 000 000 which the Quebec Government has agreed to disburse 
during the years 1977 and 1978. 

In addition, in accordance with the terms of agreements to become effective on April 1, 1977 
the Company may, under certain conditions, be called upon to supply the funds needed 
for the completion of the project. Any excess of actual costs over budgeted costs 
will be financed as follows: for the first $85 millions, by the issue of additional first mortgage 
bonds up to a maximum of $10 millions and a long-term bank loan of $25 millions guaranteed 
by the Company. Beyond this amount the Company will make direct advances to Donohue 
St-Félicien Inc. The Comoany has also agreed to supply the funds needed to meet interest and 
Capital payments on the first mortgage bonds, should these funds not be available otherwise. 
These commitments of the Company are guaranteed by the Quebec Government, in virtue 
of orders in council, dated January 5, 1977. 

b) Endorsements and guarantees 

The Company has endorsed its subsidiary Marine Industries Limited in order to guarantee: 

i) The reimbursement to the co-partners in the joint venture, “Le Consortium La Grande”, 

of possible losses arising from the fault of Marine Industries Limited. 

il) The performance of its obligations as guarantor to the lender in the financing of the purchase of 
six ships to be built in the next two years. The guarantee Is limited to $5 millions per ship 

and may be enforced against the Company within five years following the delivery of each ship. 
c) Lawsuits and assessments 

Certain companies have been sued for damages and sued and assessed for the recovery of 
taxes On income and sales taxes amounting to $2 411 O00. All these assessments and lawsuits 
are being contested and no provision has been recorded in the books. 

d) Marine Industries Limited — Lawsuits related to dredging contracts 

Marine Industries Limited, together with other Canadian companies and certain of their officers, 
has been accused of conspiracy to defraud the Government of Canada of an amount of $1 662 000 
in connection with certain dredging contracts. Following a preliminary inquiry the company has 
been sent to trial. However the company’s legal counsels assert that they have the proper elements 
to present a valid defense. Should the company be found guilty, it could be subject to a fine 
which is impossible to determine at this date. 

The Government of Canada is claiming jointly from the company and other companies an 
undetermined amount for damages in connection with certain dredging contracts. Such claim was 
made as a cross-demand in a legal action taken by other Canadian companies for the reimburse- 
ment of holdbacks on contracts, none of which was payable to Marine Industries Limited. Legal 
counsels are of the opinion that this claim is ill-founded. 

Together with certain individuals and other companies, the Company has been sent to trial 
under a charge of conspiracy to allow an individual to evade income taxes on an amount of 
$255 000. Based on their knowledge of the evidence, legal counsels are expecting an acquittal. 
No provision relating to these lawsuits has been recorded in the books. 


Auditors’ report 


e) Actuarial deficits 


The actuarial deficits of the pension plans of the companies amount to $1 862 000 and will be 
amortized by annual contributions of $177 000 ending in 1990. 


f) Leases 


The principal leases under which the companies are bound and which mature at various dates 


until 1987 amount to $5 960 000. 


16. Comparative figures 


Certain 1975 figures have been reclassified in order to make them comparative to the 


corresponding figures of 1976. 


17. Subsequent events 


At the beginning of 1977, the Company has agreed to provide Cégélec Entreprises Inc. with along term 
financing of $3 millions and the co-shareholders in Cégélec have also agreed to provide 


a similar amount. 


In early 1977, the Company has guaranteed the fulfillment of all the commitments of Marine Industries 


Limited to its partner in a joint venture contract and it has also guaranted the fulfillment of all the 
commitments of the joint venture itself, jointly with the parent company of the co-partner. 


18. Anti-inflation measures 


Certain of the subsidiaries of the Company are subject to the anti-inflation measures enacted in the fall 
of 1975 by the Federal government and they must conform to the guidelines covering prices, 


profits, compensation and dividends. 


To the Shareholder of 
Société générale de financement 
du Québec 


We have examined the consolidated balance 
sheet of Société générale de financement du 
Québec as at December 31, 1976 and the 
consolidated statements of earnings, retained 
earnings and changes in financial position for 
the year ended on that date. Our examination 
of the financial statements of Société générale 
de financement du Québec and those sub- 
sidiaries of which we are the auditors was made 
in accordance with generally accepted 
auditing standards and accordingly included 
such tests and other procedures as we consi- 
dered necessary in the circumstances. 

We have relied on the reports of the auditors 
who have examined the financial statements 


of the other subsidiaries and affiliated companies. 


In our opinion, these consolidated financial 
statements present fairly the financial position 
of Société générale de financement du 
Québec as at December 31, 1976, the results 
of its operations and the changes in its financial 
position for the year then ended, in accordance 
with generally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year, after giving retroactive 
effect to the change in the valuation method 
of work in progress, as described in note 2. 


Samten. Plein a Associc sr 


Samson, Bélair & Associés 
Chartered Accountants 


Montreal, March 31, 1977 
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Marine Industries Limited 


For Marine Industries Limited and its 
subsidiary, Foresteel Industries Limited, 
the 1976 fiscal year was once again 
marked by intense activity in the three 
operating divisions. The employment level 
averaged 3,800, and production facilities 
of its shops and shipyard were used 
to capacity. 

1976 operations produced an operating 
profit of $8,817,000 before provisions 
relating to the re-opening of negotiations 
on a contract signed in 1974. This result 
is the highest in the company’s history. 
Profits before taxes and extraordinary 
items were $7,565,000. Deferred taxes of 
$1,480,000 were applied to the 1976 
results while all taxes on 1975 results were 
recoverable because of prior years’ losses. 
Net profits for 1976 were $6,085,000 
compared to $8,326,000 in 1975. 
During the year, additions were made to 
fixed assets of $2,733,000. These were 
mostly related to naval construction 
facilities and were financed out of the 
Company's working capital. 


Shipbuilding 

During the year, the shipyards delivered 
six ships, four Marindus multi-purpose 
cargo vessels and two tankers. Four multi- 
purpose ships had been delivered in 1975. 
At the start of 1977, firm orders include 
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seven Marindus cargo-boats and three 
tankers to be delivered in the period 
extending to June 1978. 

Should new orders not be soon forth- 
coming, the present crisis in the ship- 
building industry will certainly have a short 
and medium term effect on this division's 
activities. This crisis which in all probability 
will not be resolved before the 1980's, 
is the worst since 1936 with a world 
excess Capacity of 40%. The impact on 
the Company’s financial situation could 
be very serious because of the overall 
importance of naval construction for the 
Company, from both the point of view of 
the number of jobs and the use of facilities. 


Hydro-Electric 

n 1976, this Division also operated at 

a very satisfactory level despite the fact 
hat volume of completed business was 
less than the previous year: $17.2 million 
compared to $22.3 million. Except for a 
contract in Ecuador, all work carried out 
was for Hydro-Quebec. At the start of 
1977, the order-book showed $110 
million of work extending to 1982. The 
main item is for the construction of 8 
turbine-generator units and the site 
erection of 16 turbine-generator units 
for the LG-2 project. Just recently, the 
Company formed a consortium with 


Dominion Engineering Works Ltd. to 
negotiate the construction and installa- 
tion of the turbine-generator units 

for LG-3. 


Railcar Division 

During 1976 we delivered 1,712 freight 
Cars, compared to 1,722 in the preceding 
year, representing sales of $55 million 
and $47.7 million respectively. This Divi- 
sion which started 1977 without any firm 
order was recently awarded a contract for 
488 cars. Since the upswing in industrial 
investments is still very slow in coming, 
this Division’s 1977 operating volume 
will be considerably affected. 

The Company will continue with its 
objective of improving overall producti 
vity by means of greater diversification 
thus allowing us to attain greater stability 
and to become less vulnerable to business 
cycles. In 1977, we will do our utmost 
to obtain new orders in order to stabilize 
the level of employment. 


Laurent Picard 
President and Chief Executive Officer 


Summary of operating results ($000) Sales Operating profit 
(loss)* 
1976 $178,052 8 7/585 
1975 ISA 79 7,698 
1974 107,483 1,695 
1973 Oe (11,188) 
1972 OG, 558 2,154 
“before income taxes, minority interests and extraordinary items 
Condensed balance sheet ($1000) 
December 31 1976 Whe 
Current assets $ 35,901 $ 44231 
Current liabilities 24,437 35,206 
Working capital 11,464 9,025 
Fixed assets — at cost 
less accumulated depreciation 19,718 NSS 
Other assets 4,069 ash tl 
> 35,251 § 28 (aa 
Deferred income taxes $ 425 $ — 
Provision for guarantees 846 oul 
Long-term debt 216 255 
Shareholders’ equity 33,764 27,889 
o85:251 $ 28,657 


“restated figures 


Forano Limited 


The 1976 fiscal year was unsatisfactory. 
Uncertain economic conditions led our 
regular clients to reduce capital invest- 
ments which consequently caused us to 
record a loss. 

The slow-down in the forestry industry, 
attributable to labour unrest, produced 
exceptional losses which in turn wiped out 
all operating profits. The truth of the 
matter is that we had to devalue inven- 
tories, wind up a subsidiary which had 
been operating at a loss, and honour 
certain endorsements. In all, this involved 
an aggregate of some one and one-half 
million dollars. On the other hand antici- 
pating that the industry would pick up 
around the middle of the year, we invested 
nearly one million dollars in research 
and development of new products. 

This latter investment offers great 
promise, even though the upturn in 
business activity is still to come and 
notwithstanding the rather grim outlook 
for 1977 investments in plant and equip- 
ment. As a matter of fact, talks with world 
industry leaders are well underway with 


the goal of closing sales of continuous 
slashers which is a new piece of forestry 
equipment. 
In the last fiscal year, the outstanding 
achievement was the incorporation of an 
international subsidiary which will 
develops Latin-American lumber markets. 
Therefore we enter 1977 with encoura- 
ging possibilities on international markets 
and orders on hand totalling some 
$11 million. 


Jacques A. Sincennes 
President and General Manager 


Summary of operating results ($000) Sales Operating a 

loss)” 
1976 $ 44,889 © (71) 
1975 49,384 3,098 
1974 47,655 §, 335 
1973 34,936 1,959 
1972 26,996 ZROSi 


* before income taxes and extraordinary items 


ee 


Condensed balance sheet ($'000) 


December 31 1976 Oo 
Current assets a) Zeiss} Nac ea 
Current liabilities 13,387 18,140 
Working capital 10,466 pooZ 
Fixed assets — at cost 
less accumulated depreciation 3,457 3,147 
Other assets 1,495 1S/ 
$ 15,418 $ 14,886 
Long-term debt $5,628 Coe) eke 
Shareholders’ equity 9,790 11,099 
$ 15,418 $ 14,886 


“restated figures 


24 


Volcano Limited 


For Volcano, 1976 was a disappointing 
year. In fact, operating losses amounted 
to $514,000. This compares with an 
average before-tax profit of $227,000 for 
the years 1972 to 1975 inclusively. 

Various factors account for this poor 
showing. The main cause Is that, as of 
December 31, 1976, the volume of boiler 
shipments was $800,000. less than the 
previous year. 

Commencing November 1976, correc- 
tive measures were taken to restore the 
firm's profit position. Fixed costs were 
substantially reduced, certain manage- 
ment employees were transferred to 
positions where their particular talents 
should be put to better use during 1977, 
and the organisational structure was 
simplified in order to accelerate the 
decision-making and control process. 

Notwithstanding that Volcano must 
negotiate plant and office personnel 
collective agreements in 1977, two very 
favourable conditions exist which enable 
the firm to face the coming year with 
confidence. On the one hand, the work 
climate is excellent because parties in- 
volved are well-informed of each other's 


problems, and are trying to solve them. On 
the other hand, Volcano now has a wider 
range of products in its own field of 
activities, which should enable it to secure 
a greater share of the market once the 
industrial sector begins to improve. 

Management very much depends on 
continued employee cooperation at all 
levels in order to attain its 1977 
objectives. 


Jacques Villeneuve 
Chairman of the Board 


Summary of operating results ($'000) Sales Operating profit 
(loss)* 
1976 $ 10,754 S (574) 
1975 illest 244 
1974 8,840 le 
1973 Gosh PUT 
1972 6,500 en 
* before income taxes 
“™ restated figure 
Condensed balance sheet ($'000) 
December 31 1976 1975 
Current assets $ 5,214 $ 6,069 
Current liabilities 4,266 4,625 
Working capital 948 1,444 
Fixed assets — at cost 
less accumulated depreciation 1,846 1,529 
Other assets Hala 87 
$ 2,971 $ 3,060 
Long-term debt $ 879 $ 820 
Shareholders’ loan W252 885 
Shareholders’ equity 840 1 clas 
$ 2,971 $ 3,060 


The Donohue Company Limited 


and its subsidiaries: 

Donohue Brothers Sales Corporations 
Charlevoix Paper Company Limited 
Malbaie Paper Company Limited 
Donohue St-Félicien Inc. 


Positive results, growth and expansion 
were achieved by the Company in 1976 
despite the rather difficult situation 

in which the industry as a whole found 
itself. As a matter of fact, total sales 
reached $67,000,000 while net profits, 
after providing for extraordinary items, 
amounted to $5,023,000 or $2.60 a 
common share. Net operating profit was 
$4,241,000 or $2.17 per common share, 
down from $5,472,000 or $2.83 per share 
in WAS. 

Since nearly all production is exported 
to the United States, and the Canadian 
dollar maintained itself at a premium 
over the American during most of the year, 
a reduction of revenue of $1,500,000 was 
recorded. Total shipments are off some 4% 
from 1975. Finally, unfavourable lumber 
prices and the devaluation of sawmill 
chip stocks at year end are the main 
factors contributing to the drop in 
operating profits when compared to 
1975. 


Fixed assets valued at $2,000,000 were 
added to those required to develop the mill 
at Clermont. Of this amount, some 
$815,000 was used to improve the quality 
of life and environmental protection. 
Labour agreements expiring at the begin- 
ning of the year were all renewed. Our 
employees now enjoy better working 
conditions and incentives to accomplish 
their daily tasks. 

Without a doubt, the most significant 
event in 1976 for our Company, was the 
start of work on the integrated forestry 
complex project at Saint-Félicien, by our 
subsidiary. Donohue-St-Félicien Inc., in 
which we hold a 60% interest. 

At year end, we were pleased to note 
that work in progress was only slightly 
behind schedule. We anticipate that the 
bleached pulp kraft mill with an annual 
Capacity of 262,000 tons, will be ready 
for production during the second half of 
1978. Regrouping in this subsidiary of 
the three sawmills was completed during 
the year. In addition, the program for 
increased woods operations and im- 
provement to the sawmills is also pro- 
gressing according to plan, which would 
indicate that we will be in a position to 
meet the pulp mill's requirements when 
the time comes. 


Summary of operating results ($000) Sales Net operating 
profit 
1976  O/, 1ee 6 9,023 
ZS 5 Sor 4,780 
1974 51,634 4,986 
1973 Sonloon: 3,041 
1972 38,688** 1,541 
* excluding a gain on redemption of long-term debt 
** includes the revenue resulting from the rental of a paper machine converted for 
comparison purposes into an estimated sales amount. 
Condensed balance sheet ($'000) 
December 31 1976 1975 
Current assets Sanh C023 
Current liabilities 27,904 8,863 
Working capital PXe\ PT 21,860 
Fixed assets — at cost 
less accumulated depreciation 43,127 29,792 
Construction work in progress 28,323 — 
Other assets 8,766 2,075 
$103,443 % 68, 427 
Deferred income taxes $ 10,626 $ 10,297 
Minority interests 19,903 2 We 
Long-term debt 12,740 WA Ow 
Shareholders’ equity 60,174 - 30,107 
$103,443 8 BS, 027 


ee  —— ——— 


Our Company invested $42,000,000 in 
this subsidiary, of which $27,000,000 
is new capital raised through an under- 
writing of convertible preferred voting 
shares, $9,000,000 is provided by long- 
term financing to be completed in April 
1977, and the balance of $6,000,000 
will come from our own financial resources 

Finally, the 1977 outlook for the Cana- 
dian pulp and paper industry appears 
slightly better than what was experienced 
in 1976. Our newsprint shipments will to all 
appearances be maintained at last 
year's level, while the lumber and chips 
markets continue to be very uncertain. 


E. P. Walsh 


President and Chief Executive Officer 
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Cegelec Entreprises Inc. 


and its subsidiary B.G. Checo Engineering Limited 


Results for the fiscal year ended 
December 31, 1976 are extremely dis- 
appointing: a $10,346,000 loss on sales of 
$86 million, whereas In 1975 a $1,734,000 
profit was earned on an income of $91 
million. 

A special provision of $8,900,000 
accounts for most of this loss. This 
measure had to be taken due to an 
estimated loss on an overseas contract 
entered into by our international subsidiary 
in 1974 and which we expect will be com- 
pleted this year. Needless to say, every 
available measure is being taken to 
improve the situation, beginning with 
negotiations to endeavour to remove an 
indexation ceiling on Canadian materials 
and on Iranian labour and supplies, ex- 
tending on to requests for cash advances 
against claims for all delays and other 
incidents occurring which were beyond 
our control. 

To make matters worse, during 1976, 
the Company experienced work slow- 
downs and a lengthy strike at most of 
Quebec work-sites. These slowdowns and 
the strike which affected all building trades 
in Quebec, obviously delayed work perfor- 
mance and led to substantial revenue 
osses and created additional costs. The 
work climate in Quebec's building trades 


now seems to have stabilized and it is 
hoped that a reasonable equilibrium will 
be achieved during 1977. 

Faced with a distressing financial situa- 
tion caused by the year’s operating results 
the shareholders agreed at the beginning 
of March 1977 to inject additional funds 
amounting to $6 million, thereby providing 
to the Group the necessary liquidity it 
requires to carry on its operations. 

At the beginning of 1977 there are $60 
million in firm orders on hand and subs- 
tantial contracts are being contemplated 
which should allow all divisions of the 
Group to return to a normal level of 
profitability. 


Roland Olivier 
President 
Cegelec Entreprises Inc. 


Henri F. Beique 
President and General Manager 
B.G. Checo Engineering Limited 


Summary of operating results ($'000) Sales Net operating 
profit (loss) 

1976 $ 76,689 $(10,346) 
1975 Siks05: 1,738" 
1974 S11 2a 458 
1973 46,440 (144) 
1972 31,879 39 
* restated figures 
Condensed balance sheet ($'000) 
December 31 1976 1975* 
Current assets $ 29,753 $ 40,528 
Current liabilities 32,334 35,043 
Working capital (2,581) 5,485 
Fixed assets — at cost 

less accumulated depreciation 12937, 1,760 
Other assets 709 191 

; $ 65 8 ASS 
Minority interests $ — $ 58 
Long-term debt 2,957 1,0917 
Shareholders’ loan 1,200 1,160 
Shareholders’ equity ($4,092) S21 
$ 65 9 WAS 


“restated figures 


Cegelec Industrie Inc. 


Results for the year ended December 
31, 1976 show a pronounced improvement 
over the preceding year. On the whole, 
all industrial operations were ahead and 
sales amounted to $19 million. 

Technological change obliged us to 
shut down our ceramic line-insulator 
manufacturing operations last December. 
We submitted to our Board of Directors, 
a five-year reconversion and feasibility 
plan aimed at doubling our present 
production of insulating columns and 
creating a new operation based on Low 
and Medium Voltage equipment using 
the SF6 technique. This new technology 
certainly augurs well for the future. 
Realization of this program will be spread 
over a two-year period and will require 
investments in the order of $2 million — 
close to one hundred new jobs will be 
created. 

In our other activities, the order-book 
for circuit-breakers, disconnectors and 


compressor stations, should help us 
maintain our present sales volume and 
satisfactory results are anticipated. 

1976 was the year we began recon- 
version with the development of high 
technology products aimed at the Cana- 
dian market. Our objectives are not only 
to increase sales but also to improve the 
profit picture. 


Roland Olivier 
President and General Manager 


Summary of operating results ($'000) Sales Operating ee 
oss)* 
December 31 1976 $ 19,056 $ 923 
December 31 1975 AR Oa 2 245 
December 31 1974** 4,343 (534) 
June 30 1974 ess (156) 
June 30 1973 8,726 (513) 
June 30 1972 8,903 184 
* before income taxes and extraordinary items 
** for six months ending December 31, 1974 
Condensed balance sheet ($'000) 
December 31 1976 1975 
Current assets $ 9,137 $ 10,022 
Current liabilities 6,244 8,318 
Working capital 2,893 1,704 
Fixed assets — at cost 
less accumulated depreciation 795 1,455 
Other assets = 109 
$ 3,688 pmONZOS 
Long-term debt $ 219 $ 352 
Shareholders’ loan 1,000 1,000 
Shareholders’ equity 2,469 1,916 
$ 3,688 oes! 
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La Salle Knitting Limited 


1976 ended with a sales increase of some 
$150,000 over the preceding year. This 
result was achieved notwithstanding the 
crisis Conditions which continue to plague 
the entire manufacturing sector. 

Increased clothing and textile imports 
from the Far East in 1976 had consider- 
able impact, since it is estimated that 
they rose by 52% over the preceding 
year. These countries — Taiwan, Korea, 
Hong Kong, etc. — enjoy marked advan- 
tages over Canada where salaries are 
concerned. As a result, they have become 
the almost exclusive suppliers of low- 
priced clothing to the Canadian market. 
This situation greatly affected operating 
results in the second-half of the year. 

Despite these conditions, profits before 
taxes amount to about $100,000. When 
compared to the preceding year, lower 
1976 profits are due to sharply higher 
labour costs and to a lower sales volume 
during the second half. 


Emergency measures enacted last 
November by the Federal government with 
a view to bringing Canadian import 
volume back to its 1975 level, is a positive 
factor which may enable us to restore our 
profit margins to a more acceptable level. 


Jean Raymond, C.A. 


President and General Manager 


Summary of operating results ($'000) Sales Operating profit) 

(loss)* 
1976 $ 4379 $ 97 
1975 4,230 416 
1974 4165 Sali’. 
1973 3,156 (145) 
1972 3,892 (332) 


“before income taxes and extraordinary items 


SS 


Condensed balance sheet ($'000) 


December 31 1976 1975 
Current assets $ 2,587 $ 2,269 
Current liabilities 1,425 1,059 
Working capital 1,162 1,210 
Fixed assets — at cost 
less accumulated depreciation 851 827 
Other assets 22 28 
® 2,035 $ 2,065 
Long-term debt $ ©6588 $ 708 
Shareholders’ equity 1,447 Wow 
$ 2,085 $ 2,065 


Artopex Ltd. 


On April 5, 1976 regrouping of Artopex, 
Bonnex and Artena was completed. 
This development was announced in 
SGF’s 1975 annual report. 

This merger materialized the integra- 
tion under one management of three firms 
operating in complementary fields: 
office furniture, that is metal furniture 
(Bonnex Inc.); wood furniture (Les 
Meubles Opus Inc., a 100% owned subsi- 
diary of Bonnex Inc. since January 6, 
1977), and upholstered office chairs 
and divisions (Compagnie Artena Limitée). 

1976 consolidated sales, excluding 
Opus Division, just about equal those of 
1975. The unchanged sales picture is 
largely due to compressed purchasing 
budgets for office furniture of different 
governements and para-governmental 
organizations. 

Operating profits before taxes decreas- 
ed by 5%, — from 11.4% in 1975 to 
6.4% of sales in 1976. As sales were 
maintained at last year’s level, decrease in 
profits are attriduable to increased labour 
and raw material costs. 


Indications are that 1977 will be a very 
difficult year. In our field of endeavour, 
we do not expect to see much of a 
business upswing before the beginning of 
1978. In order to remedy this situation, 
the firm has developed a few new products 
and conceived a new sales promotion 
system aimed at increasing the volume of 
commercial and industrial sales, thereby 
compensating for the few contracts 
expected from the public sector. 


Guy Bonneau 
President 


Artopex Ltd. Sogefor Ltd. 


Summary of Sales Net operating Sales Operating 
operating results ($'000) profit (loss) profit (loss)* 
1976 $11,388 $435 $5,007 $ 9 
1975 11,681 797 4,571 (370) 
1974 _ — 3,882 alia 
1973 = = 5,116 1,050 
1972 == _ 2,950 (97) 
“before income taxes and extraordinary items 
Condensed balance sheet ($'000) 
December 31 1976 1975 1976 1975 
Current assets $4,681 $6,019 Siete $1,037 
Current liabilities 2,899 4,341 556 570 
Working capital 1,782 1,678 556 467 
Fixed assets — at cost 
less accumulated depreciation 1,595 ctl # 255 2,422 
Other assets 65 170 _ = 
$3,442 Domioe $2,711 $2,889 
Deferred income taxes $ 172 Sea SS $ — 
Long-term debt 916 880 = _ 
Shareholders’ loan — — 2,132 2 VO 
Shareholders’ equity 2,354 ela 579 569 
$3,442 $3,165 $2,711 $2,889 


Ee 


Sogefor Ltd. 


Sogefor Ltd. completed the year 1976 
with a net profit of almost $10,000. 
Excluding a change in the application of 
accounting procedures, operations for last 
year show a loss of $110,000, as com- 
pared to aloss of $370,000 for the previous 
year. This is a significant improvement 
when we take into account the strike of 
several weeks and a difficult economic 
situation characterized by a low level 

of residential housing starts and a marked 
decline in the furniture industry. 

The partnership between SGF and the 
James Maclaren Company Limited con- 
tinues to prove extremely beneficial: 
technological changes have made 
possible a worthwhile increase in producti- 
vity along with a significant reduction in 
direct manufacturing costs. As a result, the 
company may be able to occupy a 
stronger position in this market which has 
become extremely competitive, particu- 
larly since the devaluation of the Canadian 
dollar. 

Management remains confident that 
1977 will bring more favourable results: a 
slight increase in prices is anticipated. 
Equally, the last few year’s efforts to 
improve product quality to ensure a wider 
range of product use should begin to 
pay off. 


Albert-Hugo Locher 


Managing Director 
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Donohue St-Félicien Inc. 


History 

The domanial forest at Saint-Félicien in 
Roberval Country is the largest timber 
limit in North-America (nearly 8,000 square 
miles) as yet unexploited on the basis of 
an overall plan. Some 6 small and medium- 
sized sawmills already had cutting rights 
in the southern sector of the forest before 
the project was announced in April, 1976. 

Between 1960 and 1972, two important 
Canadian and American pulp and paper 
companies studied one after the other, the 
possibility of setting up a forestry complex 
at Saint-Félicien. 

At the beginning of 1973, The Donohue 
Company Limited, (“Donohue”) a 43% 
owned subsidiary of SGF, made an offer 
to the Québec Department of Lands and 
Forests expressing interest in developing 
this famous national forest. For some 
time Donohue had been seeking ways to 
diversify its operations, as they had 
more or less reached the limit of their 
capacities in both wood-supply and 
newsprint production. In the autumn of 
1974, the Québec Government as the sole 
shareholder of SGF strongly supported 
the latter and its subsidiary in going ahead 
with the project, and assured them of the 
appropriate guarantees, since it was a 
well-known fact that the costs of imple- 
menting such a project were beyond 
Donohue’s financial resources. 


The Partners 

Donohue management was also well 
aware that it did not possess all of the 
technical resources and commercial sup- 
port needed to minimize the risks and 
hazards involved in starting a project of 
this magnitude. In July 1975, Donohue 
management agreed with officials of 
British Columbia Forest Products 

Limited (BCFP) to form a joint subsidiary 
— Donohue St-Félicien Inc. — as the 
corporate entity responsible for carrying 
out the project. Shares of the new Com- 
pany are held by Donohue (60%) and 
BCFP (40%). These two firms agreed to 
subscribe $42 million and $28 million 
respectively of the new subsidiary’s capi- 
tal stock. BCFP is a company whose 
operations are entirely concentrated in 
British Columbia; it carries out substantial 
forestry operations, and operates two 
kraft pulp mills and a newsprint mill. BCFP 
has been very successful, particularly 
with the last pulp mill whose construction 
was completed in 1973. The BCFP tech- 
nical team that has achieved this last 
project, together with Donohue repre- 
sentatives and senior management of 
the new organization, will assume the 
design, development and construction of 
the new pulp mill. 


The Project Itself 

The project consists in building a bleached 
kraft pulp mill with an annual capacity 

of 262,000 tons (or some 760 tons per 
day during 345 working days). It is anti- 
cipated that at a later date (i.e. approxi- 
mately 8 to 10 years after pulp mill opera- 
tions have started), production of news- 
print and/or fine paper and/or kraft 
paper, will be added. 

To ensure adequate raw material for the 
pulp mill, the project master plan required 
the purchase of the 3 most important 
existing sawmills already possessing 
cutting rights in the south sector of the 
Saint-Félicien forest. These sawmills are 
Produits Forestiers M.P. Inc., Chibou- 
gamau Lumber Ltd. and Scierie Norman- 
din. New agreements were then reached 
with the Department of Lands and Forests 
substantially increasing the cutting rights 
of each of these sawmills, a prerequisite 
in order to meet the new mill’s needs. The 
plan also includes a more rational policy 
of tree-harvesting, in order to facilitate 
reforestation. 

Total cost of the project is estimated 
at $300 million. Its implementation will 
create 950 new jobs: 300 at the pulp mill, 
and 650 at the sawmills. In addition, it will 
stabilize some 980 workers currently 
employed at the sawmills and in the 
forest. These latter positions will no longer 
be affected by economic cycles, as there 
will be a constant flow of fibre needed 
for the proper functioning of the new mill. 


Marketing 

Donohue St-Félicien has retained the 
services of Mead Pulp Sales, a subsidiary 
of the Mead Group in the United States, 
who Is one of the major shareholders of 
BCFP. Mead Pulp Sales has made long 
term arrangements for the sale of at 
least 250,000 tons of kraft pulp each 
year. Although most clients are located 
in the United States, a substantial 
percentage of sales will be to European 
markets, with a very limited amount 
being sold in Canada. 


Financing 
In addition to the $70 million subscribed 
by its shareholders, Donohue St- Félicien: 


e will receive grants totalling $50 million 
under a Federal-Provincial agreement 
signed April 21, 1976 (the share of the 
Canadian government is 60%, and of 
the Québec government, 40%); 


e Will borrow $25,000,000 from SGF, in the 
form of subordinated debentures, redee- 
mable between 1988 and 1977 in equal 
instalments; 


e will borrow $125,000,000 and possibly 
$135,000,000 in the form of first 
mortgage bonds subscribed by finan- 
cial institutions in the United States 

and Canada, and redeemable in 16 
equal instalments between 1981 and 
1997; and 


e will have to generate from its sawmill 
operations, between the date of their 
purchase in 1976 through to the end 

of 1979, and from proceeds of the opera- 
tions of the kraft pulp mill in 1979, internal 
funds amounting to approximately $30 
million. 


The role played by SGF 
As indicated in the preamble to the annual 
message on page 4 of this report, SGF 
has assumed a primary role in launching 
this project. On the surface, this seems 
to be a difficult and thankless role, as it 
has a high risk content. However without 
SGF’s contribution, the St-Félicien project 
would in all likelihood never have begun. 
If the St-Félicien project had never been 
realized, economic development would 
have suffered, depriving an important 
Québec region of a large scale project 
of this nature, so long awaited by the 
population. 

It is true that risks do exist, since SGF: 


e has agreed, under certain conditions, to 
supply adequate funds to complete the 
project should there be cost overruns. 


SGF has the right to monitor costs as 
they develop, and would be in position 
to decree abandonment of project should 
its cost reach “excessive” dimensions. 
However, if SGF were to find it neces- 
sary to advance funds under this 
agreement, it would receive free shares of 
Donohue St-Félicien together with its 
advances made in the form of subor- 
dinated debentures; 


e has agreed to advance the necessary 
funds to Donohue St-Félicien should 

it not have sufficient liquidity either to 
meet interest payments or principal 
repayments on the first mortgage bonds. 
n this case also, should this agreement 
become effective, SGF would receive 
100 free shares of Donohue St-Félicien 
for each $1,000 advanced either in the 
form of subordinated debentures 

(for advances covering interest payments) 
or in the form of second mortgage bonds 
(for advances covering repayment of the 
principal). SGF will be relieved of its 
responsibility, as soon as Donohue 
St-Félicien’s operating profits have rea- 
ched sufficient levels to meet the normal 
criteria generally applied in financial 
markets, for protection of interest 
payments on long-term debt. 

SGF feels that its reward for assuming 
these risks goes well beyond the Donohue 
St-Félicien free shares it might receive 
as aresult of any advances it may 
be called upon to make. Actually, it allows 
the Government of Québec as Donohue’s 
major shareholder, to participate in the 
economic benefits of a project of this 
size; not only the benefits resulting f 
the implementation of the project, but 
especially those accruing from its long- 
term operation. 

The Québec Government, by placing 
the forest — a public heritage — at the 
disposal of Donohue St-Félicien, has 
ensured that the entire community will 
benefit from its rational exploitation. Reali- 
zation of the St-Félicien project has 
another dimension as well: it is the result 
of pooled resources, those of the private 
sector together with the Governments. 
More than ever before, the government 
will have an important role to play in 
large scale industrial developments, parti- 
cularly those that are oriented toward 
natural resources, and in SGF’s opinion 
the presence of sophisticated and 
experienced industrialists can ensure 
the ultimate success of such projects. 
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Companies in the SGF group 


Products 


Marine Industries Limited 


Head office 
Suite 910, 1010 Sherbrooke Street West, 
Montréal, Qué. 


Subsidiary 
Foresteel Industries Limited 


Shipyard and works 
Tracy (Sorel) Qué. 


Plant 
10,705 Henri-Bourassa Boulevard East, 
Montréal, Qué. 


Shipbuilding and ship repairing, 
railway cars, hydro-electric and heavy 
equipment 


Custom built steel products 


Forano Limited 


Head office and plant 
1600 Saint-Paul Street, Plessisville, Qué. 


Sales offices 

Halifax, Moncton, Montreal, Val-d’Or, 
Plessisville, North Bay, Toronto, Woodstock, 
Thunder Bay, Prince George, Vancouver 


Mechanical and industrial equipment, _ 
sawmill machinery, mobile forestry equipment 
agriculture equipment, grey iron 


Volcano Limited 


Head office and plant 
2020 Sainte-Anne Street, Saint-Hyacinthe, Qué. 


Branches 


Québec, Trois-Riviéres, Sherbrooke, Ottawa, 


Toronto, Montréal 


Industrial boilers 


The Donohue Company Limited 


Head office 
Suite 208, 500 Grande-Allée Boulevard East, 
Québec, Qué. 


Subsidiaries 
Donohue Brothers Sales Corporation 


Charlevoix Paper Company Limited 
Malbaie Paper Company Ltd. 


Donohue St-Félicien Inc. 


Business office 
Suite 3500, 1155 Dorchester 
Boulevard West, Montréal 


Mills 
Clermont, Charlevoix County, Qué. 


Pulp mill (under construction) 
Saint-Félicien, Roberval County, Qué. 


Saw mills 

Saint-Thomas-Didyme, Normandin, 
Girardville and Chibougamau Park, 
Lac-Saint-Jean Ouest, Qué. 


Newsprint 


Bleached kraft pulp 


Lumber and wood chips 


Cegelec Entreprises Inc. 


Head office 
1400 Industrial Boulevard, Laprairie, Qué. 


Subsidiary 
BG Checo Engineering Limited 
and its subsidiaries 


Head office 
Suite 1200, 110 Crémazie Boulevard West, 
Montréal, Qué. 


Plants 
Montréal and Ville d’Anjou, Qué. 


Power distribution systems — Electric 

and electronic equipment for utilities, 
industries, transportation and shipbuilding — 
Electrical and mechanical installations 


Cegelec Industrie Inc. 


Head office 
1400 Industrial Boulevard, Laprairie, Qué. 


Plants 
Laprairie and Saint-Léonard, Qué. 


Electrical equipment (high and medium 
voltage) 


La Salle Knitting Limited 

Head office 

Suite 440, 110 Crémazie Boulevard West, 
Montreal, Qué. 


Plant 

Plessisville, Qué. 

Sales agencies 

in the main cities across Canada 


Knitted goods 


Artopex Ltd. 


Head office 

2121 Berlier Street, Laval, Qué. 
Subsidiaries 

Bonnex Inc. 

Artena Company Limited 

Opus Furniture Inc. 


Sales office 

Place Bonaventure, Montreal, Qué. 

Plant 

2121 Berlier Street, Laval, Qué. 

2290 de la Province Street, Longueuil, Qué. 
55 Sicard Street, Sainte-Thérése, Qué. 


Office furniture and equipment 


Sogefor Ltd. 

Head office 

Suite 800, 680 Sherbrooke Street West, 
Montréal, Qué. 


Plant 
Saint-Aimé du Lac des Iles, 
Labelle County, Qué. 


Sales office 
215 Saint James Street, Montréal, Qué. 


Particle board 


Montel Inc. 


Head office 
225, 4th Avenue, Montmagny, Qué. 


Plant 
225, 4th Avenue, Montmagny, Qué. 


Electrical equipment and steel shelving 


es 
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